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Postretirement Benefit Valuation Report Santa Clara Valley Water District 


Report Highlights 

Mercer has prepared this report for the Santa Clara Valley Water District (the “District”) to provide 
the GASB 45 liability funded status and the Annual Required Contribution (ARC) associated with 
the Santa Clara Valley Water District Postemployment Medical Plan. 

Summary of GASB Statement No. 45 

In June, 2004 the Governmental Accounting Standards Board (GASB) issued Statement No. 45: 
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than 
Pensions, which establishes new accounting standards for Postretirement Benefits Other Than 
Pensions (OPEB). 

The requirements apply to any state or local government employer that provides OPEB. The 
primary type of OPEB covered by the statement will be postretirement health benefits. OPEB may 
also include life insurance, legal benefits, and other benefits. 

Most governmental employers have been accounting for postretirement medical on a pay-as-you- 
go basis. The new standard will require accrual based accounting. In general, GASB followed the 
accounting standards already in place for governmental pension plans in Statement No. 27. 

The standard does not require funding of OPEB expense, but any differences between the annual 
expense and the amount funded in a year are recorded in the employer’s financial statement as an 
increase (or decrease) in the net OPEB obligation. The funded status of the actuarial accrued 
liability is shown as part of Required Supplementary Information. 

The effective dates for GASB 45 are for the fiscal years beginning after: 

■ December 15, 2006 for Phase 1 employers (total annual revenues of $100 million or more) 

■ December 15, 2007 for Phase 2 employers (total annual revenues of $10 million but less than 
$100 million) 

■ December 15, 2008 for Phase 3 employers (total annual revenues of less than $10 million) 

We expect that the effective date for Santa Clara Valley Water District will be the fiscal year 
beginning July 1, 2007. 
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Postretirement Benefit Valuation Report Santa Clara Valley Water District 

Report Highlights (continued) 

Calculation Details 

Funding Methods 

The District has selected to use the Entry Age Normal (EAN) funding method, as a level percentage 
of payroll. All cost calculations shown in this report are based on the EAN funding method. 

The Unfunded Actuarial Accrued Liability (UAAL) must be amortized over a period of not greater 
than 30 years. The amortization amount may be computed as a level dollar amount or as a level 
percentage of payroll. For the Principle Valuation Results, we have used a level percentage of 
payroll with a 30 year declining amortization period. This is the longest available amortization period 
under GASB. Note that for the first 12 to 15 years, this amortization method does not require 
payment of even interest on the UAAL. A shorter amortization period, or using a level dollar 
amount, would increase the ARC. 

Assumptions 

The investment return assumption (or discount rate) is based on the estimated long-term 
investment return on investments that are expected to be used to finance the payment of benefits. 

Because the District has elected to fund the plan at the ARC level, the fully funded discount rate 
used is 7.75% 

All actuarial assumptions and plan provisions valued are summarized in this report. 


Expense Calculation 

The basic annual expense recognized under GASB 45, the ARC, is the amount determined under 
the actuarial cost method selected and typically consists of the normal cost plus amortization of the 
UAAL (the excess of the past service liability over the actuarial value of assets). 

Under the fully funded approach, the ARC, calculated in accordance to GASB 45 for FY2008, is 
$14,212,000, and the projected ARC for FY2009 is $14,638,000 or $14, 221,000 depending upon 
the amortization method elected. 

The difference between the amounts required to be recognized and the amounts funded (including 
benefits paid from general assets) are accumulated as the “net OPEB obligation.” The annual 
OPEB cost related to the ARC must be reported in the employer’s financial statements as an 
expense item. 

The net OPEB obligation is zero in the first year of GASB reporting, since the statement is applied 
prospectively. 
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Postretirement Benefit Valuation Report Santa Clara Valley Water District 

Principal Valuation Results 

As of June 30, 2007 

3 

Actuarial Accrued Liability and Normal Cost 


Fully Funded 
Discount Rate 

<i 

3 

Actuarial Accrued Liability 

* Retirees, beneficiaries and covered dependants 

$ 

57,634,000 


■ Active employees 


83,825,000 

3 

■ Total 

$ 

141,459,000 

$ 

Actuarial Value of Assets (AVA) 

$ 

0 


Unfunded Actuarial Accrued Liability (UAAL) 

$ 

141,459,000 

3 

Normal cost at beginning of year 

$ 

4,779,000 

3 

Amortization factor based on 30 years 


0.059458 

if 


Fiscal Year Ending June 30, 2008 

51 

Calculation of the ARC 


Fully Funded 
Discount Rate 

S 

1. Amortization of UAAL over 30 years 

$ 

8,411,000 

KSftl 

2. Normal cost at beginning of year 


4,779,000 

SJ 

3. Interest on 1, and 2. 


1,022,000 

31 

nwfe* 

4. Annual Required Contribution (1. + 2. + 3.) 

$ 

14,212,000 

3] 

• f 

I9S ; t 


Fiscal Year Ending June 30, 2009 

Calculation of the ARC — Fully Funded Discount Rate 


30 Year 
Amortization 


5. Amortization of UAAL over 30 years 

$ 

8,663,000 

g 

6. Normal cost at beginning of year 


4,922,000 

g 

7. Interest on 1, and 2. 


1,053,000 

8. Annual Required Contribution (1. + 2, + 3.) 

$ 

14,638,000 


■*] 

Si 




Fiscal Year Ending June 30, 2009 

g 

0$\ 

Calculation of the ARC—Fully Funded Discount Rate 

June 30, 2009 
Rolling 
Amortization 

5,1 

toy 

9. Amortization of UAAL over 30 years 

$ 8,276,000 


10. Normal cost at beginning of year 

4,922,000 

iij| 

11. Interest on 1, and 2. 

1,023,000 

Zd) 

12. Annual Required Contribution (1. + 2. + 3.) 

$ 14,221,000 
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Postretirement Benefit Valuation Report 


Santa Clara Valley Water District 


Principal Valuation Results (continued) 


Estimated Cash Flow Fiscal Year Ending June 30, 2008 

—— - 3,461^000 

As of June 30, 2007 


Fully Funded 

Assumptions Used to Determine ARC Di scount Rate _ 

Discount rate 7.75% 

Average compensation increase 3.00% 

Amortization Method Level % Payroll 

Years in Amortization Period 30 

Health care cost trend rate assumed for current year 1 10.4% 

Ultimate trend rate 5.0% 

Year that rate reaches the ultimate rate 2014 


1 Blended assumption based on current retiree plan elections 

Mercer 4 
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Postretirement Benefit Valuation Report Santa Clara Valley Water District 


Certification 


We have prepared an actuarial valuation of the Santa Clara Valley Water District Postemployment 
Benefit Plan as of June 30, 2007, for the fiscal years ending June 30, 2008, and June 30, 2009, to 
enable the District to understand the impact of the accounting requirements under Statement of 
Governmental Accounting Standards No. 45. The results of the valuation set forth in this report 
reflect the benefit provisions as of June 30, 2007. 

The valuation is based on participant data provided by the District and summarized in this report. 

All costs, liabilities and other factors under the plan were determined in accordance with generally 
accepted actuarial principles and procedures. The calculations reported herein are consistent with 
our understanding of the provisions of GASB No. 45. 

Actuarial computations under Statements of Governmental Accounting Standards are for purposes 
of fulfilling governmental employer accounting requirements. Computations for other purposes may 
differ significantly from the results shown in this report. 

We are available to answer any questions on this material, or to provide explanations or further 
details, as may be appropriate. Collectively, the undersigned credentialed actuaries meet the 
Qualification Standards of the American Academy of Actuaries to render the actuarial opinion 
contained in this report. 


a. 

January 10, 2008 

Martin Miller, FSA, MAAA 

Date 

1 have reviewed and found acceptable the actuarial assumptions used in this valuation. 


January 10, 2008 

Xavier Erhart, ASA 

Date 

Mercer 

3 Embarcadero Center, Suite 1500 

San Francisco, CA 94111 -4015 

415 743 8700 
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Postretirement Benefit Valuation Report 


Santa Clara Valley Water District 


*1 

stl 

a§) Plan Assets 

?1 0 ,. 

Summary of Assets 

The plan is unfunded as of the valuation date. Benefits are currently paid on a pay-as-you-go basis. 

*1 
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Postretirement Benefit Valuation Report Santa Clara Valley Water District 


Supplemental Information 

The remainder of the report includes information supporting the results presented in the previous 
sections. 

■ Development of costs shows the liabilities by plan benefits, the sensitivity of the AAL to the 
trend rate assumption, the calculation of the ARC, and projected ARC for the next 4 fiscal years. 

■ Participant data presents and describes the participant data used in the valuation. 

■ Actuarial basis describes the plan provisions, as well as the methods and assumptions used to 
value the plan. The valuation is based on the premise that the plan is ongoing. 

■ Glossary defines the terms used in this report 
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Postretirement Benefit Valuation Report Santa Clara Valley Water District 

M) Development of Costs 


H 

Summary of Liability by Plan Benefits - Based on Fully Funded Discount 


li 

As of June 30, 2007 


Medical 

Benefits 

Dental/Vision/ 
Life Benefits 

Total 

51 

Actuarial Accrued Liability 

- Retirees Post 7/1/1988 

$ 

57,634,000 


57,634,000 


■ Retirees Pre 7/1/1988 


364,000 

- 

364,000 

51 

■ Actives 


83,143,000 

318,000 

83,461,000 


■ Total 

$ 

141,141,000 

318,000 

141,459,000 


Actuarial Value of Assets 

$ 

- 

- 

- 


Normal cost at beginning of year 

$ 

4,763,000 

16,000 

4,779,000 


Expected employer contribution (cash costs) 

$ 

3,460,000 

1,000 

3,461,000 


51 Sensitivity of the AAL to the Trend Rate Assumptions June 30, 2007 

$ 141,459,000 

25,703,000 
(20,505,000) 

a 

9 


AAL as of June 30, 2007 

■ Effect of one-percentage point increase 
30 > Effect of one-percentage point decrease 

3 


S3] 


! 1 J 
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Postretirement Benefit Valuation Report 


Santa Clara Valley Water District 


Development of Costs (continued) 

Summary of Liability by Plan Benefits - Based on Fully Funded Discount 
Rate 


For Fiscal Year 
Ending June 30, 


Calculation of the ARC 


2008 

1 . 

Amortization of UAAL over 30 years 

$ 

8,411,000 

2. 

Normal cost at beginning of year 


4,779,000 

3. 

Interest on 1. and 2. 


1,022,000 

4. 

Annual Required Contribution—ARC (1. + 2. + 3.) 

$ 

14,212,000 

5. 

Payroll 

$ 

78,300,000 

6. 

ARC as percentage of payroll 


18.15% 


Calculation of the ARC 


For Fiscal Year Ending June 30, 2009 

Amortization Method Assuming Initial UAAL Amortized Over 

30 Year Period Ending June 30, 2037 

1. Amortization of UAAL 

$ 

8,663,000 

2. Normal Cost at Beginning of Year 


4,922,000 

3. Interest on 1. and 2. 


1,053,000 

4. Annual Required Contribution—ARC (1. + 2. + 3.) 

$ 

14,638,000 

5. Estimated Payroll 

$ 

80,649,000 

6. ARC as Percentage of Payroll 


18.15% 

Amortization Method that Reamortizes UAAL Annually 



1. Amortization of UAAL 

$ 

8,276,000 

2. Normal Cost at Beginning of Year 


4,992,000 

3. Interest on (1. and 2.) 


1,023,000 

4. Annual Required Contribution—ARC (1. + 2. + 3.) 

$ 

14,221,000 

5. Estimated Payroll 

$ 

80,649,000 

6. ARC as Percentage of Payroll 


17.63% 
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Postretirement Benefit Valuation Report Santa Clara Valley Water District 


Participant Data 


Distribution of Active Participants as of June 30, 2007 

Years of Service 


Age 

0-4 

5-9 

10-14 

15-19 

20-24 

25-29 

30-34 

35-39 

40+ 

Total 

Under 20 










0 

20-24 

1 

1 








2 

25-29 

16 

12 








28 

30-34 

35 

33 








68 

35-39 

48 

37 

8 

2 






95 

40-44 

29 

46 

20 

23 

6 





124 

45-49 

32 

57 

24 

37 

23 

3 




176 

50-54 

29 

33 

22 

22 

24 

9 

3 



142 

55-59 

15 

38 

10 

17 

3 

8 

4 



95 

60-64 

8 

14 

5 

10 

3 

3 

1 



44 

65-69 


3 

1 

2 


1 




7 

70-74 




1 





1 

2 

75+ 










0 

Total 

213 

274 

90 

114 

59 

24 

8 

0 

1 

783 


Statistics for Active Participants 

Average 

Number Age Service 


As of June 30, 2004 

■ Continuing 794 44.70 8.07 


As of June 30, 2007 

- Continuing 783 46.96 10.43 
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Postretirement Benefit Valuation Report Santa Clara Valley Water District 


Participant Data (continued) 

Distribution of Inactive Participants as of June 30, 2007 


Status Group 


Age 

Retirees 

Spouses 

Surviving 

Spouses 

Total 

Under 50 

1 

11 

2 

14 

50-54 

9 

15 

0 

24 

55-59 

40 

26 

1 

67 

60-64 

61 

28 

1 

90 

65-69 

47 

25 

6 

78 

70-74 

34 

13 

2 

49 

75-79 

20 

5 

0 

25 

80-84 

4 

2 

0 

6 

85-89 

1 

1 

0 

2 

90+ 

1 

0 

0 

1 

Total 

218 

126 

12 

356 


Statistics for Inactive Participants 

Number 



Average Age 



Under 
Age 65 

Age 65 
and Over 

Total 

Under 
Age 65 

Age 65 
and Over 

Total 

As of June 30, 2004 

Retirees 

97 

118 

215 

58.99 

72.78 

66.56 

Spouses 

75 

30 

105 

55.55 

70.03 

59.77 

Surviving spouses 

9 

10 

19 

57.78 

78.10 

68.47 

Total 

181 

158 

339 

57.50 

72.59 

64.56 

As of June 30, 2007 

Retirees 

111 

107 

218 

59.93 

71.99 

65.85 

Spouses 

80 

46 

126 

56.40 

70.93 

61.70 

Surviving spouses 

4 

8 

12 

53.12 

67.96 

63.01 

Total 

195 

161 

356 

56.48 

70.29 

63.52 
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Postretirement Benefit Valuation Report Santa Clara Valley Water District 


Actuarial Basis 

Accounting Actuarial Cost Method and Policies 

Actuarial Cost Method 

Liabilities and annual required contribution rates shown in this report are computed using the Entry 
Age Normal method of funding. The objective under this method is to fund each participant’s 
benefits under the plan as payments which are level as a percentage of compensation, starting at 
original participation date (or employment date), and continuing until the assumed retirement, 
termination, disability or death. 

At the time the funding method is introduced, there will be a liability, which represents the 
contributions, which would have been accumulated if this method of funding had always been used. 
The difference between this liability and the assets (if any), which are held in the fund, is the 
unfunded liability, which is typically funded over a chosen period in accordance with an amortization 
schedule. We amortized the unfunded liability as a percent of payroll over 30 years. Each year, this 
amortization period will decrease so that by the end of 30 years the unfunded will be completely 
paid off, if all assumptions are met and the plan is not changed. 

A detailed description of key terms used in our calculation follows: 

* The normal cost for each active participant is determined by applying to compensation the 
level percentage which, if contributed each year from date of entry into the plan until the 
assumed retirement (termination, disability or death) date, is sufficient to provide the full value of 
the benefits expected to be payable. Normal cost is also known as the cost attributable to each 
year of additional service. 

■ The present value of future normal costs is the total of the discounted values of all active 
participants’ normal costs, assuming these to be paid in each case from the valuation date until 
retirement (termination, disability or death) date. 

■ The present value of projected benefits is calculated as the value of all benefit payments 
expected to be paid to the plan’s current participants, including active and retired members, 
beneficiaries, and terminated members with vested rights. 

■ The actuarial accrued liability (AAL) is the excess of the present value of projected benefits 
over the present value of future normal costs. 

■ The unfunded actuarial accrued liability (UAAL) is the excess of the accrued liability over the 
actuarial asset value of the fund, and represents that part of the accrued liability, which has not 
been funded by accumulated past contributions. 

■ The actuarially determined annual required contribution (ARC) is the normal cost plus 
amortization of unfunded actuarial accrued liability (UAAL) 


Mercer 
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Postretirement Benefit Valuation Report 


Santa Clara Valley Water District 


Actuarial Basis (continued) 

Accounting Actuarial Cost Method and Policies (continued) 
Current Funding Policy 

The postemployment medical plan’s benefits are currently funded on a pay-as-you-go basis. The 
District currently funds on a cash basis as benefits are paid. No assets have currently been 
segregated and restricted to provide postemployment benefits. 

The District has indicated that prospectively it plans on funding benefits at the ARC level. As such, 
ARC and liability calculations have been made assuming full funding. 

Accounting Policies 

Based on the revenues of the District, we expect that GASB 45 will be effective for the fiscal year 
beginning July 1, 2007. The results shown in this report represent the anticipated accounting policy 
once GASB 45 is applied. 

The unfunded benefit obligation is amortized as a level percentage of payroll over a declining period 
of 30 years in developing the annual required contribution. This is the maximum amortization period 
allowed by GASB 45. However, under this amortization, the UAAL will continue to grow for many 
years because the amortization amount does not cover interest on the UAAL. 

Valuation Procedures 

■ Census data: We used participant data as supplied by the District. This information would 
customarily not be verified by a plan’s actuary. We have reviewed the information for internal 
consistency, and we have no reason to doubt its substantial accuracy. 

■ Benefits not included in the liabilities: To the best of our knowledge, all benefits have been 
included in this valuation. 
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Postretirement Benefit Valuation Report Santa Clara Valley Water District 


Actuarial Basis (continued) 

Summary of Actuarial Assumptions 

The following assumptions were used in valuing the liabilities and benefits under the plan. 


if 

Valuation Date 

June 30, 2007 

<1 

Discount rate 

7.75% per year as of June 30, 2007 


Inflation 

3.00% per year 


Long-term rate of return 

Not applicable 

<1 

Salary increases and 
wage inflation 

3.0% per year (wage inflation is used to determine amortization factor for the 
unfunded benefit obligation in the ARC) 


Health care cost trend 
rates 

Plan costs are expected to increase each year according to the following 
schedule: 


Pre-65 Medical & Post- 
Year 65 Kaiser MA Plan 

2007/2008 11.0% 

2008/2009 10.0 

2009/2010 9.0 

2010/2011 8.0 

2011/2012 7.0 

2012/2013 6.0 

2013/2014 5.5 


Post-65 

Non-HMO 


Dental 

5.5% 

5.0 

5.0 

5.0 

5.0 

5.0 

5.0 


Vision 

5.0% 

5.0 

5.0 

5.0 

5.0 

5.0 

5.0 


iff 


2014+ 5.0 

5.0 

5.0 5.0 

"I 

2007/08 Annual Average 

Medical 

< 65 

65 + 


Age /Age 65 per Capita 
Plan Costs 

HMO Plans (at age 65) 

$7,483 

$4,275 



Non-HMO Plans (at age 65) 

$15,400 

$6,756 

51 


Dental for retiree (at average 
age) 

$674 

$674 

31 


Dental for spouse (at 
average age) 

$157 

$157 

5] 


Vision for retiree (at average 
age) 

$141 

$141 

■ij 


Vision for spouse (at 
average age) 

$493 

$493 



Medicare Part B Premium 

$1,178 

$1,178 
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Postretirement Benefit Valuation Report 


Santa Clara Valley Water District 


Actuarial Basis (continued) 

ii Summary of Actuarial Assumptions (continued) 

3 


14 

Aging 

Assumed aging factors for non-Medicare Advantage plans are shown below: 



Attained Age 

Annual Increases 


<i 


55-64 


3.0% 


’si 


65-69 


2.5 


<) 


70-74 


2.0 



75-79 


1.5 


<1 


80-84 


1.0 




85+ 


0.0 


SJ 

ai 

Per capita retiree 
contributions 

Participants are not required to contribute to the plan. 


tSsi 

!:1 

Mortality 

The CalPERS Mortality tables for Public Agency Miscellaneous were used. 
Rates at sample ages are shown below: 

51 


Age 

Male 

Actives 

Female Male 

Actives Inactives 

Female 

Inactives 



20 

0.019% 

0.009% 

- 

<1 


30 

0.038 

0.021 

- 

m 


40 

0.077 

0.046 

- 

211 


50 

0.156 

0.102 0.245% 

0.136% 

5J 


60 

0.314 

0.226 0.721 

0.442 

51 


70 

0.634 

0.500 2.135 

1.276 



80 

1.277 

1.108 6.256 

3.883 

■1 

51 

Disabled mortality 

The CalPERS Mortality tables for Public Agency Miscellaneous were used. 
Rates at sample ages are shown below: 


Age 


Male 

Female 

11 


30 


0.773% 

0.578% 



40 


0.865 

0.637 



50 


1.459 

1.129 

51 


60 


2.870 

1.884 



70 


4.673 

3.020 

SI 


80 


9.481 

6.514 


a 

51 
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Postretirement Benefit Valuation Report Santa Clara Valley Water District 


Actuarial Basis (continued) 

Summary of Actuarial Assumptions (continued) 


Withdrawal The CalPERS tables for Terminated Refund and Terminated Vested for Public 

Agency Miscellaneous were combined to obtain the withdrawal rates. Rates at 
sample ages are shown below: 

Service 


Age 

0 

5 

10 

15 

20 

20 

0.1760% 

0.0765% 

0.0574% 

0.0446% 

0.0318% 

30 

0.1622 

0.0627 

0.0435 

0.0307 

0.0041 

40 

0.1483 

0.0488 

0.0095 

0.0046 

0.0009 

50 

0.1345 

0.0129 

0.0051 

0.0008 

0.0002 


No withdrawal assumed after attainment of eligibility for retirement. 

Disability incidence The CalPERS Disability Tables for Public Agency Miscellaneous were used. 

Rates at sample ages are shown below: 

Age Male Female 


20 

.01% 

.01% 

30 

.02 

.04 

40 

.15 

.16 

50 

.37 

.35 

60 

.55 

.39 


Retirement rates Retirement rates vary based on age and sex. They are based on the CalPERS 

miscellaneous 2.5% at 55 formula. Rates at sample ages are show below: 

Age Male Female 


50 

5.0% 

7.0% 

55 

8.0 

9.0 

60 

16.0 

12.0 

65 

25.0 

25.0 

70 

100.0 

100.0 


Plan Participation All future retirees are expected to elect coverage. Retirees are assumed to 

remain in their current plans. 

40% of active participants are assumed to elect HMO medical plans and 60% 
of active participants are assumed to elect non-HMO medical plans. 

Dependent Coverage Actual data are used for current retirees. It is assumed that 85% of future 


retirees will elect to cover a spouse at retirement. 

For active employees, the female spouse is assumed to be three years 
younger than the male. For current retirees, actual spouse data is used. 


Administrative expenses 

Included in per capita plan costs. 

Attribution Period 

From hire to full eligibility age. 
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Actuarial Basis (continued) 

Summary of Actuarial Assumptions 


Plan Participation 

All future retirees are expected to elect coverage. Retirees are 
assumed to remain in their current plans. 


40% of active participants are assumed to elect HMO medical plans 
and 60% of active participants are assumed to elect non-HMO 
medical plans. 

Dependent Coverage 

Actual data are used for current retirees. It is assumed that 85% of 
future retirees will elect to cover a spouse at retirement. 


For active employees, the female spouse is assumed to be three 
years younger than the male. For current retirees, actual spouse 
data is used. 

Administrative Expenses 

Included in per capita plan costs 

Attribution Period 

From hire to full eligibility age. 
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Postretirement Benefit Valuation Report 


Santa Clara Valley Water District 


Actuarial Basis (continued) 

Claims Cost Development 

The following summarizes the claims cost development methodology for the medical and dental 
plans. 

For each plan, weighted averages of the premiums for the 2007 plan year were calculated. 

Separate calculations were completed for the purpose of deriving the pre- and post-Medicare 
eligible claims cost estimates. The weights used were based on the current retiree and spouse 
enrollment numbers split pre- and post-Medicare eligible as applicable. 

For non-Medicare Advantage plan retirees, the gross costs were aged to reflect the difference in the 
average ages between this group and the population on which the actual rates are based 
(combined active and retiree population). These averages were age adjusted using the aging table 
that is set out in the Summary of Actuarial Assumptions section of this report. 

The per capita retiree dental costs were based on the actual 2007 dental plan funding rates. 


Impact of Medicare Reform 

From 2006 onwards, Medicare Advantage plans will be eligible to receive subsidies from the 
government for prescription drug coverage if the coverage is at least actuarially equivalent to the 
standard drug benefit provided in Medicare Part D. We assume that the product offered by 
Medicare Advantage plans will look very similar to those offered by other actuarially equivalent 
prescription drug plans in 2006. 


Mercer 


18 


g:\admins\wendy maiia\gasb scvwdistrict v4 1_finaie_sig.doc 




Postretirement Benefit Valuation Report Santa Clara Valley Water District 


Actuarial Basis (continued) 

Summary of Plan Provisions 


Eligibility 

Retirement at or after age 50 with 10 years of service (Retiree 
coverage only). Dependent is covered if 15 years of service has 
been completed at retirement. Disablement at any age with 5 years 
of service. 

Medical Benefits 

Retirees have either a PPO, HMO, or Medicare Advantage (for 
Medicare eligible retirees) plan option at retirement with eligibility. 

Surviving spouses’ coverage is available for those retirees with 
covered spouses (greater than 15 years of service at retirement). 

Participants are not required to contribute to the plan. 

Dental & Vision Benefits 

Only those retiring from the “Unclassified” group are eligible for 
benefits. District will provide full benefits to those that retire with at 
least 10 years of service. The District will provide full benefits to one 
Dependant for those that retire with at least 15 years of service. 

Life Insurance Benefits 

Only those retiring from the “Unclassified” group are eligible for 
benefits. The District will provide a $50,000 insurance amount upon 
retirement, decreasing by $10,000 per year after retirement. 
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Glossary 

Actuarial Accrued Liability. The portion of the present value of prospective benefits allocated to 
service before the valuation date in accordance with the actuarial cost method. 

Actuarial Cost Method. Sometimes called “funding method,” a particular technique used by 
actuaries to establish the amount and incidence of the annual actuarial cost of pension plan 
benefits, or normal cost, and the related unfunded actuarial accrued liability. Ordinarily, the annual 
contribution to the plan comprises the normal cost and an amount for amortization of the unfunded 
actuarial accrued liability. 

Annual Required Contribution. The Normal Cost plus amortization of the Unfunded Actuarial 
Accrued Liability. 

Normal Cost. The annual cost assigned to the current year, under the actuarial cost method in 
use. 

Present Value of Benefits. The current worth (on the valuation date) of an amount or series of 
benefits payable in the future. The present value is determined by discounting the future payments 
at a predetermined rate of interest, taking into account the probability of payment. 

Entry Age Normal. A particular Actuarial Cost Method. The objective under this method is to fund 
each participant’s benefit as payments which are level as a percentage of payroll, starting at original 
participation date (or employment date), and continuing until the assumed retirement, termination, 
disability or death. 

At the time the funding method is introduced, there will be a liability which represents the 
contributions which would have been accumulated if this method of funding had always been used. 
The difference between this liability and the assets (if any) is the unfunded liability, which is funded 
as a level percent of payroll over a predetermined amortization period. 

Unfunded Actuarial Accrued Liability. The excess of the present value of prospective benefits, 
as of the date of a valuation, over the sum of (1) the value of the assets and (2) the present value of 
future normal costs determined by any actuarial cost methods. For methods that define an accrued 
liability, this amount equals the excess of the accrued liability over asset. 
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